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NEW HAMPSHI RE ELECTRI C COOPERATI VE, | NC.
Power Cost Recovery and Restructuring Conpliance Filing

Order Approving Power Cost Recovery, Changes to Meter Charges and
Short-term Avoi ded Costs

ORDER NO 23, 249

June 30, 1999

APPEARANCES: Dean, Rice & Kane by Mark W Dean, Esq.
for the New Hanpshire El ectric Cooperative, JimRodier, Esq. for
Freedom El ectri c and New Hanpshire Consuners Uility Cooperative,
Ken Traum for the Ofice of Consuner Advocate, and Tracy Quyette
and Steve Mullen for the Staff of the New Hanpshire Public
Uilities Conm ssion.
l. PROCEDURAL HI STORY

On May 27, 1999 the New Hanpshire El ectric Cooperative,
Inc. (NHEC or the Cooperative) filed with the Conm ssion its
bi annual Power Cost Recovery (PCR), along with the Cooperative’'s
proposed short-termrates for Qualifying Facilities, and a
proposal to reduce the neter charge of several of its rate
classes. On the sane day, a letter was filed in DR 98-097, the
Cooperative's Restructuring Conpliance Filing, requesting the
Comm ssi on approve changes to the Stranded Cost Charges and that
t he Comm ssion address the changes along with the PCR filing in a
single hearing. The proposed changes to the Stranded Cost Charge
are devel oped in the Power Cost Recovery schedules. An Oder of

Notice for both dockets, DE 99-080 and DR 98-097, was issued on

June 3, 1999 calling for a hearing on June 22, 1999. On June 7,
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1999, the NHEC filed updated pages to its original filing to
correct for an error discovered in the NHEC s cal cul ation of the
Regi onal Access Charge. A duly noticed hearing was held on June
22, 1999 at which tine a late Motion for Intervention was
recei ved fromthe New Hanpshire Consuners Uility Cooperative
(NHCUC) for full intervention in DR 98-097. The Cooperative did
not object to the Motion as long as the NHCUC di d not address
i ssues beyond the scope of the proceeding outlined in the O der
of Notice. No other party objected to the Mtion, which was
gr ant ed.
[1. POSITIONS OF THE PARTI ES AND STAFF
A New Hanpshire El ectric Cooperative, |Inc.
The Cooperative presented the testinony of its w tness,
Heat her K. Sal adi no, Manager of Rates & Finance. M Sal adi no
i ndi cated that several mnor errors were found in the filing and
a conplete corrected set of testinony, schedules and proposed
tariff pages would be filed with the Comm ssion by June 25, 1999.
The NHEC testified that the Cooperative s average
retail revenues will decrease by 3 percent due to the proposed
changes in its Power Cost Recovery Charge. Overall, on July 1,
1999, with the conbined changes to the Cooperative’s Demand Side
Managenent Surcharge, inplenentation of an Interim Energy
Assi stance Surcharge, and the Power Cost Recovery Charges, the

Cooperative expects average retail revenues to decrease 2.6
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Conpared to the Cooperative's |ast PCR, several mgjor
changes to the nethodol ogy have been nmade. First, Default Power
Service and Stranded Cost charges, which were the only conponents
of the PCR, have been further unbundled to create a separate rate
conponent for costs associated with regi onal access, the Regi onal
Access Charge. The Regional Access Charge is proposed to be a
flat per kWh charge across all rate classes. Custonmers wll
continue to be billed the Regional Access Charge even if the
cust oner obtains power through a conpetitive supplier. Since the
services paid for through the Regi onal Access Charge stil
provi de value to the custoner, the Cooperative did not want to
conbi ne these charges wth the Stranded Cost Charge. The
Cooperative al so proposes to differentiate the Stranded Cost
Charge and Default Power Charge, both per kWh charges, by rate
cl ass based upon the Cooperative s nost recent cost of service
study. Rate differentiation by class is proposed to avoid cost
shifting anong retail custonmer classes. Another change to the
Cooperative' s nethodol ogy includes allocating Public Service of
New Hanpshire (PSNH) demand charges to Stranded Cost rather than
Def ault Power, based upon the Federal Energy Regul atory
Comm ssion’s (FERC) nost recent decision to require NHEC to pay
PSNH del i very point demand charges for conpetitively supplied

power. This change would result in cost shifting anong sone rate
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cl asses, specifically those who do not cause demand charges, if
rates did not vary by class. The Cooperative has appeal ed the
FERC s decision in an effort to mtigate stranded costs.

Stranded Costs for 1999 are forecast to be $6, 317, 426
and the Default Power Cost forecast for 1999 is $53, 932, 348.

Regi onal Access Costs for the period July 1, 1999 through
Decenber 31, 1999 are forecast to be $1,297,678. The change to
the NHEC s Power Cost Recovery is due primarily to a decrease in
PSNH s whol esal e FPPAC rate to the NHEC, recovery of the PSNH
deferral, the effect of the Maine Yankee Settlenent, and a change
in the under-recovery bal ance.

The proposed changes to neter charges wll reduce the
meter charge at service locations with nore than one neter. In
DR 98-097 the charge for each nmeter was increased by $.20 to
recover the expected cost for a |load estimation consultant. This
filing proposes to reduce that charge to $.20 per service
| ocation, which is how the Cooperative is charged by its | oad
estimation consultant, rather than per neter.

B. New Hanpshire Consunmers Utility Cooperative

The NHCUC did not present any w tnesses but questioned
t he Cooperative on the issue of retail transm ssion service. The
Cooperative confirmed that the Regional Access Charge included a
transm ssion charge which is billed as part of PSNH s denmand

charges to the NHEC. The NHCUC did not make a cl osing statenent
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in support of, nor in opposition to, the NHEC s proposed tariff
changes.
C. Ofice of Consuner Advocate

The O fice of Consunmer Advocate (OCA) questioned the
Cooperative on their plans to run an interimtrial for retai
access. The Cooperative indicated it would begin testing in
early Sumrer 1999. The OCA al so questioned the assunptions about
Qualifying Facility power including in this PCR The NHEC st ated
t he schedul es include power currently purchased from Bi oEner gy
and power expected to be purchased starting July, 1999 from Waste
Managenent, with whom the Cooperative has a signed contract in
place. |If the Cooperative is able to obtain enough QF power
prior to the next PCR filing to substantially reduce power costs,
the Cooperative will file for a rate adjustnent prior to the next
PCR filing. The OCA did not make a closing statenment in support
of, nor in opposition to, the NHEC s proposed tariff changes.

D. St af f

Staff questioned the Cooperative on their flat per kW
rate design for the Regional Access Charge which the Cooperative
i ndi cated was designed for sinplicity. The Cooperative indicated
a wllingness to consider allocating the Regional Access Charge
on a cost of service basis by class in the next PCR In
addition, Staff questioned the NEPOCL charges in HKS-6, which are

estimates of charges based upon current information from NEPOOL.
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O her than a recomendation that the Cooperative vary the
Regi onal Access Charge by class inits next PCR filing, Staff
agrees with the Cooperative' s allocation of costs anong Defaul t,
Stranded, and Regi onal Access Charges and supports the
Cooperative's filing as anended during Ms Sal adino’ s oral
testi nony.
[11. COVM SSI ON ANALYSI S

We have reviewed the material in the Cooperative' s PCR
filing and the relevant information in docket DR 98-097 and find
t he proposed changes to the Cooperative's rates to be in the
public interest. Gven the FERC s npbst recent decision on
paynment of PSNH demand charges, we agree with the Cooperative’s
all ocation of costs to the Stranded Cost Charge. Wth respect to
the decision to base the design of Stranded Cost rates on cost of
service, there is considerable nmerit to the proposal, but the
i ssue needs further elaboration and review before we can set
policy concerning this inportant issue. Manwhile, we wll
permt the proposed rate design to go into effect. W are
pl eased the Cooperative is able to recover both the PSNH deferral
and the $195,000 deferral fromthe past 6 nonth period, during
this Power Cost Recovery period and still offer a nodest rate
decrease to its custoners. Prior to the NHEC s next PCR filing
we direct the NHEC to neet with Staff to discuss rate design of

t he Regi onal Access Charge
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Based upon the foregoing, it is hereby

ORDERED, that the New Hanpshire El ectric Cooperative is
authorized to inplenent Stranded Cost Charges, Default Power
Charges, and a Regional Access Charge as filed on June 23, 1999
for the period July 1, 1999 through Decenber 31, 1999 ; and it is

FURTHER ORDERED, that the Cooperative shall adjust its
neter charges for the $.20/ nmeter overcharge to those service
| ocations with nore than one neter ; and it is

FURTHER ORDERED, that the short-term avoi ded cost rate
for Qualifying Facilities is set at the follow ng prices per
kil owatt-hour for the period July 1, 1999 to Decenber 31, 1999 at

the respective delivery points:
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Public Service Conmpany of NH Base Ener gy 8.347¢

FPPAC (0. 311¢)
Central Vernont Public Service Base Energy 3. 283¢
New Engl and Power Conpany Base Energy

On- Peak 2.782¢
Of-Peak 1.766¢
Al'l Hours 2.089¢

Fuel d ause varies nonthly

Green Mountai n Power Corporation Base Ener gy 3.960¢
Fuel Charge varies nonthly.
By order of the Public Uilities Conmm ssion of New

Hanpshire this thirtieth day of June, 1999.

Dougl as L. Patch Susan S. Gei ger Nancy Brockway
Chai r man Comm ssi oner Comm ssi oner

Attested by:

Thomas B. Getz
Executive Director and Secretary



